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Dear Secretary Johnson:

We, socially responsible investors and asset managers, with over 820 billion in assets under
management; join together to thank the Federal Reserve Board for bringing attentton to abusive
overdraft practices. We urge the Board to choose the far stronger opt-in proposal. Especially in
our current cconomy, it is paramount to adopt aggressive measures to prevent future consumer
abuses. For a rule addressing {ee-based overdraft to adequately protect consumers, if must at a
minimum require institutions to obtain consumers’ affirmative “opt-in.” An opt-out arrangement
will do little to alter the status quo.

Currently, institutions generally enroll consumers in their most expensive overdraft programs
automatically. Under an opt-out arrangement, institutions could continue to do so, and the
burden would rest entirely with consumers to unsubscribe. Instead, institutions should be
required {o obtain consumers’ affirmative, “opt-in” consent before covering overdrafts for a fee.

Overdraft fees on debit card purchases and ATM withdrawals cost consumers $7.8 billion per
year. For every $1.00 borrowed through a debit card overdraft, the consumer pays $1.94 in
overdraft fees. Yet, as the Board notes in its proposal: “[T]he conscquence of not having
overdraft services for ATM and one-time debit card transactions is to have a transaction denied
with no {ees assessed.” The consequence of coverage—to the tune of $34 per transaction-—
clearly exceeds the consequence of having a transaction denied.

Consumer preferences about overdraft coverage for debit card purchases are overwhelmingly
clear: approximately 80 percent would rather have the transaction denied than have it covered
for a fee, whether the transaction is for $5 or $40. Moreover, of the overwhelming majority of
consurners who want a choice about whether debit card and ATM overdrafis are covered, 80
percent would prefer opt-in over opt-out. We urge the Board to fisten to what consumers have



clearly said they want and prohibit overdralt fees on debit card and ATM transactions absent
consumers’ express consent.

In addition to choosing the far stronger opt-in requirement, the Board should take prompt action
to require a cost of credit disclosure for overdraft coverage under the Truth in Lending Act by
creating specific disclosures for this product under Regulation Z. It should also immediately
address manipulative clearing practices by prohibiting institutions from posting transactions in
an order that maximizes overdrafl fees, as provided by H.R. 1456, the Consumer Overdraft
Protection Fair Practices Act.

We commend the Board’s proposal to prohibit fees for many overdrafts caused solely by debit
holds. However, we are disappointed by the proposed limitations that would continue to allow
these fees in some circumstances. We urge the Board to prohibit overdraft fees caused solely by
debit holds in all cases—because consumers should never be required to pay an overdrafl fee
when they have not in fact spent morc than the funds in their account.

We thank you again for the atlention you have devoted to abusive overdraft lending, and we look

forward to working with you on this important matter.
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